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EXECUTIVE  SUMMARY 
WAIVER  IMPACT  ON  MEDICAID  NURSING  HOME  USE  AND  EXPENDITURES 


One  of  the  evaluation  issues  is  the  extent  to  which  the  waivers  contribute  to 
the  reduction  or  containment  of  Medicaid  nursing  home  use  and  expenditures.  In 
order  to  achieve  Congressionally  mandated  budget  neutrality,  institutional  care 
savings  must  at  least  offset  the  cost  of  the  waiver  programs.  One  perspective  on 
this  issue  is  to  compare  State  nursing  home  use  and  expenditures  before  and  after 
implementation  of  their  waivers,  and  then  to  compare  the  differences  with  trends 
observed  over  the  same  time  period  in  States  not  having  waivers.  Since  the  aged 
and  disabled  (A/D)  and  developmentally  disabled/chronicaly  disabled  (DD/CMI) 
populations  and  waiver  programs  are  so  different,  each  of  the  two  groups  are 
analyzed  seperately.  The  issue  is  "Did  Medicaid  nursing  home  use  and  expenditure 
rates  slow  down  in  waiver  States  relative  to  non-waiver  States?"  Use  rates  are 
defined  in  terms  of  numbers  of  unduplicated  recipients  and  Medicaid  expenditure 
rates  are  defined  in  terms  of  expenditures  per  recipient  and  total  expenditures.  The 
purpose  of  the  analysis  is  to  examine  if  the  waivers  had  any  statistically  measurable 
effect  on  either  of  these  impact  measures.  Data  available  to  support  such  an 
analysis  was  annual  statistical  data  reported  to  HCFA  by  the  States  for  the  years 
FY1980-86. 

This  analysis  found  no  measurable  difference  in  growth  trends  among 
recipients,  expenditures  per  recipient  or  total  expenditures  for  A/D  or  DD/CMI 
waivers  in  States  pre  or  post  waiver  implementation  or  as  compared  to  States  not 
having  a  waiver.  For  the  A/D  waivers,  we  suspect  that  this  lack  of  statistical 
association  could  easily  be  due  to  the  relatively  small  size  of  the  A/D  waiver 
recipients  relative  to  the  total  nursing  home  population  in  most  States.  For  the 
DD/CMI  waivers  where  the  penetration  rate  is  closer  to  one-quarter  for  States 
having  waivers,  the  lack  of  any  association  could  be  due  to  many  things,  including 
the  fact  that  most  States  had  already  established  a  trend  toward  reduction  in  their 
ICF-MR  populations  due  to  court  orders  and  consent  decrees.  The  implementation 
of  waivers  had  little  effect  on  that  trend. 


WAIVER  IMPACT  ON  MEDICAID  NURSING  HOME  USE  AND  EXPENDITURES 


One  of  the  evaluation  issues  is  the  extent  to  which  the  waivers  contribute  to 
the  reduction  or  containment  of  Medicaid  nursing  home  use  and  expenditures.  In 
order  to  achieve  Congressionally  mandated  budget  neutrality,  institutional  care 
savings  must  at  least  offset  the  cost  of  the  waiver  programs.  One  perspective  on 
this  issue  is  to  compare  State  nursing  home  use  and  expenditures  before  and  after 
implementation  of  their  waivers,  and  then  to  compare  the  differences  with  trends 
observed  over  the  same  time  period  in  States  not  having  waivers.  Since  the  aged 
and  disabled  (A/D)  and  developmentally  disabled/chronicaly  disabled  (DD/CM1) 
populations  and  waiver  programs  are  so  different,  each  of  the  two  groups  are 
analyzed  seperately.  The  issue  is  "Did  Medicaid  nursing  home  use  and  expenditure 
rates  slow  down  in  waiver  States  relative  to  non-waiver  States?"  Use  rates  are 
defined  in  terms  of  numbers  of  unduplicated  recipients  and  Medicaid  expenditure 
rates  are  defined  in  terms  of  expenditures  per  recipient  and  total  expenditures.  The 
purpose  of  the  analysis  is  to  examine  if  the  waivers  had  any  statistically  measurable 
effect  on  either  of  these  impact  measures.  Data  available  to  support  such  an 
analysis  was  annual  statistical  data  reported  to  HCFA  by  the  States  for  the  years 
FY1980-86. 

This  analysis  is  an  update  to  a  similar  one  conducted  using  data  from  FY1980- 
85.  The  results  showed  no  measurable  statistically  significant  relationship  between 
the  presence  or  absence  of  a  waiver  and  Medicaid  nursing  home  use  or  spending  in 
the  States.*   This  working  paper  updates  the  previous  analysis  by  adding  FY86  data. 

1.      IMPACT  OF   THE   A/D   WAIVERS  ON   NURSING   HOME   USE  AND 
EXPENDITURES 

There  are  several  factors  which  may  prevent  the  detection  of  A/D  waiver 
program  effects   at   the   national   and   state   levels.      Nursing   home   bed  supply 


1  Clinkscale,  R.  and  Vertrees,  J.  EVALUATION  OF  MEDICAID  SECTION 
HOME  AND  COMMUNITY  CARE  WAIVERS,  Interim  Report,  Medicaid  Program 
Evaluation  Paper  No.  1.10,  Health  Care  Financing  Administration,  December  1986. 
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shortages  and  the  resulting  nursing  home  waiting  lists  can  prevent  the  waiver 
program  from  causing  measurable  reductions  in  admissions  or  average  occupancy 
rates,  or  reduced  nursing  home  beds.  For  example,  if  a  waiver  prevented  10  people 
from  going  to  a  nursing  home  but  the  effect  was  to  make  beds  immediately  available 
for  10  others  backed  up  in  hospitals  or  in  the  community,  the  effect  of  the  waiver 
on  total  community  bed  use  or  expenditure  rates  would  be  zero.^ 

Another  factor  that  will  mask  the  waiver  program's  effect  is  the  relatively 
small  number  of  A/D  waiver  recipients  in  proportion  to  the  total  Medicaid  A/D 
population.  A/D  waiver  recipients  make  up  only  7  percent  of  the  total  Medicaid 
A/D  population  (La  Jolla  1986  Survey,  HCFA  2082).  This  is  less  of  a  problem  in  the 
DD/CMI  analysis  where  DD/CMI  waiver  recipients  make  up  23  percent  of  the  total 
DD/CMI  Medicaid  population.  Small  waiver  programs  (interventions)  relative  to  the 
total  institutional  population  make  it  difficult  to  detect  statistically  reliable  impacts, 
even  when  the  waiver  program  might  be  working  reasonably  well. 

Other  confounding  influences  on  measuring  the  real  impact  of  the  waivers  is 
the  introduction  of  the  new  Medicare  prospective  payment  system.  The  shorter 
length  of  hospital  stays  induced  by  this  payment  method  may  have  also  caused 
increased  demand  for  nursing  home  beds.  A  possible  offsetting  demand  factor  is  the 
implementation  of  Medicaid  mandatory  pre-admission  programs  for  nursing  homes. 
Many  States  have  also  implemented  stringent  new  certificate  of  need  laws  limiting 
building  of  new  nursing  home  beds.  These  and  other  factors  influencing  the  health 
care  system  confound  our  ability  to  detect  the  unique  effect  of  any  change  due  to 
home  and  community-based  care  waivers.  The  net  effect  of  these  pressures  may 
well  have  offset  any  measurable  effect  of  the  waivers  in  terms  of  nursing  home 
Medicaid  use  or  expenditure  rates  at  the  State  or  national  level. 

Finally,  statistical  detection  of  the  real  impact  of  the  A/D  waivers  is  further 
confounded  by  the  fact  that  penetration  rates  (waiver  recipients  divided  by  nursing 


1  The  net  benefits  are  zero  only  when  the  desired  outcome  measure  is  limited 
to  a  reduction  in  nursing  home  bed  days  paid  for  by  Medicaid.  A  more 
comprehensive  view  of  potential  benefits  of  the  waiver  would  include  the  somewhat 
more  intangible  benefit  of  REDUCED  waiting  time  for  other  individuals  and  their 
caregivers  in  the  community  waiting  for  a  nursing  home  bed. 
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home  recipients  plus  all  waiver  recipients  in  a  year)  were  very  low  in  most  waiver 
States.  The  national  average  A/D  waiver  penetration  rate  was  only  7.1  percent  in 
FY1986.  Even  if  the  waivers  were  having  a  positive  effect  on  nursing  home  use  and 
expenditures,  the  small  size  of  the  waiver  program  may  simply  evade  meaningful 
statistical  measurement  when  using  statewide  aggregate  data. 

(a)  Data  Sources 

Data  on  total  State  Medicaid  nursing  home  expenditures  and  recipient  counts 
were  obtained  from  the  HCFA  Form  2082  for  the  years  FY80-86.  The  HCFA  Form 
2082  is  the  annual  statistical  report  submitted  by  States  on  their  Medicaid 
expenditures  and  utilization,  subclassified  by  eligibility  group  and  type  of  service. 
The  reliability  of  these  data  varies  by  State  and  time  period.  The  2082  data  are 
thought  by  HCFA  to  be  reasonably  reliable  for  most  States  since  the  early  1980s. 

Data  on  waiver  program  implementation  dates  and  unduplicated  recipient  counts 
was  taken  from  annual  surveys  of  waivers  taken  by  La  Jolla  Management 
Corporation  for  FY84-86.  Waiver  expenditure  data  was  taken  from  the  HCFA-64 
quarterly  expenditure  reports  submitted  by  States.  From  these  data  the  following 
variables  could  be  used  for  the  analysis:  total  State  unduplicated  waiver  recipients 
per  FY,  total  State  unduplicated  nursing  home  reipients  per  FY,  total  State  waiver 
expenditures  per  FY,  and  total  State  nursing  home  expenditures  per  FY.  A 
penetration  rate  variable  was  constructed  by  dividing  the  number  of  waiver 
recipients  by  the  number  of  nursing  home  recipients  plus  waiver  recipients  in  a 
State  for  any  given  fiscal  year.  In  FY85  there  were  35  active  A/D  waivers  and  in 
FY86  there  were  36. 

Inspection  of  these  data  show  that  the  rate  of  growth  in  both  skilled  nursing 
facilities  (SNF)  and  intermediate  care  facilities  (ICF)  nursing  home  Medicaid 
recipients  and  expenditures  nationwide  is  relatively  flat.  This  is  generally  true  both 
before  and  after  waiver  implementation.  Examination  of  the  rates  of  change  from 
year  to  year  both  before  and  after  implementation  of  an  A/D  waiver  suggests  that 
the  patterns  bear  no  relationship  to  the  presence  or  absence  of  a  waiver.  Multiple 
regression  analysis  was  used  to  more  agument  this  simplified  observation. 

(b)  Statistical  Method 
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The  primary  objective  of  the  analyses  is  to  determine  the  effects  of  the 
waiver  on  nursing  home  utilization  and  expenditures.  We  tested  three  hypotheses:  (1) 
total  nursing  home  expenditure  rates  are  related  to  the  presence  or  absence  of  a 
waiver,  (2)  expenditures  per  recipient  are  related  to  the  presence  or  absence  of  a 
waiver,  and  (3)  nursing  home  recipient  use  is  related  to  the  presence  or  absence  of 
a  waiver.  The  intent  of  the  waivers  is  to  curb  unnecessary  nursing  home  use  by 
offering  a  home  care  alternative.  The  savings  in  nursing  home  expenditures  is 
supposed  to  at  least  offset  the  cost  of  the  waiver  services.  Testing  of  the  above 
three  hypotheses  is  aimed  at  testing  out  the  validity  of  these  program  assumptions. 

The  regression  model  employs  first  differences  in  the  independent  variable 
term.  For  example,  year  to  year  percentage  changes  in  numbers  of  recipients  in 
nursing  homes  between  waiver  states  and  nonwaiver  states  was  used  as  an 
appropriate  independent  variable.  The  use  of  percentages  scales  (standardizes)  the 
changes  to  program  size. 

We  used  a  cross-sectional  time  series  (CSTS)  regression  analysis  model  for 
these  data.  There  are  49  cross-sections  (states)  each  having  a  six-year  time  series 
(1981-1986).  The  CSTS  analytic  model  is  be  expressed  as: 

Z(i,y)  =  X(i,y)B  +  U(i,y)  i=l,2..,C  y=l,2..,Y. 

where  Z(i,y)  is  the  outcome  (number  of  recipients,  expenditure  per  recipient,  or 
expenditures)  for  state  i  in  year  y,  X(i,y)  is  a  vector  of  explanatory  variables  (such 
as  the  existence  of  a  wavier),  B  is  a  vector  of  regression  coefficients  to  be 
estimated  and  U(i,y)  is  a  stochastic  error  term.  The  CSTS  methods  requires  an 
assumption  that  the  error  terms  have  a  certain  correlation  structure.  For  example, 
it  might  be  assumed,  as  we  did,  that  the  error  terms  follow  an  autoregressive 
process  or  a  moving-average  process  over  time;  or  it  might  be  assumed  that 
outcomes  are  correlated  between  states  (i.e.,  federal  policy  may  cause  all  state 
outcomes  to  move  uniformly  in  a  given  direction).  Again,  we  lack  a  theoretical 
framework  to  support  any  one  of  these  assumptions.  Moreover,  the  six  year  time 
series  is  too  short  to  empirically  estimate  the  stochastic  process  with  any  degree  of 
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confidence  or  precision,  and  the  results  of  the  CSTS  method  is  highly  sensitive  to 
departures  from  these  assumptions. 

A  regression  model  for  estimating  the  ratio  R  of  the  number  of  recipients  for 
index  year  y  to  the  numbers  of  recipients  in  the  base  year  (1980)  for  state  i  is: 

R(i,y)  =  a(l)  +  a(2)*D82(i,y)  +  a(3)*D83(i,y) 

+a(4)*D84(i,y)  +  a(5)*D85(i,y)  +b(i)*Wl(i,y) 
+b(2)*W2(i,y)  +  b(3)*W3(i,y)  +b(4)*(i,y) 
+U(i,y)  i=l  N  ;  y=81,82,83,84,85,86. 

The  index  i  runs  from  1  to  N,  the  number  of  states.  The  year  dummy 
variables  are  D82(i,y),  D83(i,y),  D84(i,y),  D85(i,y)  and  D86(i,y).  The  year  index  y 
has  a  value  of  one  if  a  waiver  is  operational  and  a  0  if  there  is  no  waiver.  The 
waiver  dummy  variables  are  Wl(i,y),  W2(i,y),  W3(i,y),  W4(i,y).  If  y  =  83  and  state  i 
is  in  the  1982  group  then  W2(i,83)  =  1  and  the  other  waiver  dummies  are  zero 
because  the  state  is  in  its  second  waiver  year.  The  parameters  to  be  estimated  are 
a(l),  a(2),  a(3),  a(4),  a(5),  b(l),  b(2),  b(3),  and  b(4).  The  intercept  parameter  a(l)  is 
the  average  ratio  of  1981  recipients  to  1980  recipients  over  all  states  without  a 
waiver  in  effect  during  1981  (all  states  in  the  analysis  because  none  of  the  states 
had  a  waiver  in  1981).  The  parameters  a(2),  a(3),  a(4),  and  a(5)  correspond  to  the 
difference  between  the  average  81  ratio  and  respectively,  the  average  82  ratio,  83 
ratio,  84  ratio,  and  85  ratio  for  states  without  a  waiver  in  effect  during  that  year. 
For  example,  the  average  82  ratio  is  a(l)  +a(2)  for  a  state  without  a  waiver  in 
effect  during  1982.  The  parameters  b(l),  b(2)  b(3),  and  b(4)  are  the  average 
changes  in  the  ratio  (in  any  year)  during  respective  waiver  years  1,  2,  3  and  4. 
Thus  for  the  1982  waiver  group,  the  average  82  ratio  is  a(l)  +  a(2)  +  b(l),  because 
1982  is  the  first  waiver  year  in  1982  for  the  '82  waiver  states.  Similarly,  for  the 
'82  waiver  group,  the  average  84  ratio  is  a(l)  +a(4)  +b(3).  Finally,  u(i,y)  is  the 
stochastic  error  term  for  state  i  in  year  y. 

We  assumed  that  the  error  terms  were  not  correlated  across  states  but  were 
serially  correlated  over  time  within  a  state.  We  modeled  the  error  terms  as  a  first- 
order  autoregressive  process: 
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U(i,y)  «  r(i)U(i,y-l)  +  E(i,y). 


The  E(i,y)  are  assumed  to  be  independently  and  normally  distributed  with  zero 
mean  and  constant  variance.  The  term  r(i)  is  the  first-order  autoregressive 
parameter  for  state  i.  This  model  was  chosen  for  its  simplicity  and  plausibility. 
There  are  too  few  observations  to  model  correlation  both  between  states  and  within 
states.  Therefore,  we  modeled  within-state  correlation  because  a  failure  to  account 
for  such  an  effect  would  pose  the  most  serious  threat  to  model  validity. 

A  CSTS  regression  model  was  fit  to  the  data.  In  the  first  model  using 
unduplicated  SNF  and  ICF  recipient  counts,  the  dependent  variable  is  the  ratio  of 
current-year  recipient  to  previous-year  recipients.  For  example,  the  dependent 
variable  is  the  ratio  of  1981  recipients  to  1980  recipients,  the  ratio  of  1982 
recipients  to  1981  recipients  and  so  on.  Therefore,  each  State  has  a  time  series  of 
five  observations  corresponding  to  1986/85,  1985/84,  1984/83,  1983/82,  and  1982/81 
recipient  ratios. 

The  explanatory  variables  consist  of  four  "year"  dummy  variables  that  take 
values  of  zero  or  one  to  indicate  whether  the  ratio  corresponds  to  1982,  1983  1984, 
or  1985  (the  dummy  for  1981  is  omitted)  and  four  "waiver"  dummy  variables  that 
take  values  zero  or  one  to  indicate  whether  the  ratio  corresponds  to  the  first, 
second,  third,  or  fourth  waiver  year.  The  CSTS  model  assumes  that  observations 
across  states  are  not  correlated  but  that  observations  within  states  are  serially 
correlated  over  time. 

Exhibit  1  presents  the  findings  when  the  dependent  variable  is  State  annual 
Medicaid  nursing  home  expenditures.  The  resulting  regression  equation  had  a 
constant  term  of  .829.  Expenditures  ratios  for  States  during  years  not  having  an 
active  waiver  are  expressed  in  terms  of  percent  changes  from  year  to  year.  For 
example,  the  1982-83  period  is  associated  with  a  4.495  (-5.524  percent  minus  the 
constant)  percent  decrease  in  total  nursing  home  expenditures  for  States  not  having 
an  active  waiver.  After  that  relatively  large  decrease,  annual  changes  in 
expenditures  was  practically  flat  in  States  not  having  waivers.  On  the  other  hand, 
annual  expenditures  in  States  implementing  waivers  actually  increased  slightly. 
Given  the  variance  around  the  estimates  the  R  square  is  very  low.    This  means  that 
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EXHIBIT  1 


A/D  WAIVERS,  1981-1986,  TOTAL  DOLLARS 
ADJUSTED  RATIO  MODEL 

Dependent  Variable  ■  Ratio  of  Total  Dollars  to  Previous  Year,  Adjusted  for  Serial 

Correlation,  for  Nursing  Home  Population. 

Independent         Coefficient                     T  Significant 

Variable              Estimate                    Value  (S>  10%  or  More 

CONSTANT                0.829                       0.628  No 

Non-Waiver  Year 

1982-  83                  -5.524                       -2.959  Yes 

1983-  84                  -0.926                      -0.496  No 

1984-  85                   0.677                        0.363  No 

1985-  86                  -0.842                       -0.465  No 

Waiver  Year 

02  -0.488                       -0.309  No 

03  4.707                        2.983  Yes 

04  0.321                        0.204  No 

05  -1.584                      -1.004  No 

06  -0.639                      -0.419  No 


r2  =  .058 


n  =  250 


less  than  6  percent  of  the  variance  can  be  explained  by  the  regression  equation. 
The  only  time  the  coefficients  are  significant  is  the  period  1982-83  when  non-waiver 
States  decreased  expenditures  about  5  percent  and  the  waiver  States  reported  a 
relatively  large  increase  in  expenditure  growth. 

This  finding  therefore  does  not  support  the  hypothesis  that  the  waiver 
programs  curb  Medicaid  SNF  and  ICF  expenditure  growth.  This  finding  could  be 
due  to  the  fact  that  waiver  program  penetration  rates  in  most  States  is  still  too 
small  to  make  a  difference  in  nursing  home  expenditure  rates  or  it  could  be  that 
for  some  reason  the  home  and  community  care  waivers  do  not  affect  overall  nursing 
home  expenditure  rates.  Or,  it  could  be  a  combination  of  both.  In  order  to 
explore  the  matter  further,  regression  models  were  fit  on  other  dependent  variables 
that  might  show  more  sensitivity  to  the  influence  of  a  waiver.  They  are 
expenditures  per  recipient  and  total  recipients. 

Exhibit  2  shows  findings  from  a  model  using  expenditures  per  recipient  as  the 
dependent  variable.  Regressing  this  dependent  variable  on  presence  and  absence  of 
a  waiver  and  time  yielded  similar  results.  In  1982-83  the  percent  increase  went  up 
by  almost  one  percent,  no  increase  in  1983-84,  and  the  years  1984-85  and  1985-86 
showed  essentially  no  growth  for  the  non-waiver  States  and  some  decline  in  the 
waiver  States.  This  decline  is  however  not  statistically  significant  and  the  model 
explains  less  than  6  percent  of  the  variance  (R  square  =.063).  This  finding  suggests 
that  nursing  home  expenditures  per  recipient  may  not  be  affected  by  the 
implementation  of  an  A/D  waiver. 

Exhibit  3  shows  findings  from  a  regression  model  using  unduplicated  recipient 
counts  as  the  dependent  variable.  The  findings  show  that  total  recipients  stayed 
relatively  constant  over  the  time  periods  for  both  the  waiver  and  non-waiver  States. 
There  is  no  statistically  significant  difference  in  nursing  home  recipient  growth 
between  States  having  waivers  and  those  not  having  waivers.  This  finding  suggests 
that  the  presence  of  an  A/D  waiver  does  not  result  in  fewer  nursing  home 
recipients. 

The  overall  conclusion  from  these  findings  is  that  the  waivers  have  failed  to 
date   to   have  a   nationwide  measurable  effect   on   either  nursing  home   use  or 
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EXHIBIT  2 


A/D  WAIVERS,  1981-1986,  $  /  RECIPIENT 
ADJUSTED  RATIO  MODEL 

Dependent  Variable  -  Ratio  of  Dollars  per  Recipient  to  Previous  Year,  Adjusted 

Serial  Correlation,  for  Nursing  Home  Population. 

Independent         Coefficient                    T  Significant 

Variable              Estimate                   Value  (a)  10%  or  More 

CONSTANT              -0.018                      -0.074  No 

Non-Waiver  Year 

1982-  83                   0.756                       2.231  Yes 

1983-  84                  -0.018                      -0.053  No 

1984-  85                   0.096                       0.282  No 

1985-  86                   0.004                       0.011  No 

Waiver  Year 

02  -1.146                      -0.510  No 

03  -0.702                     -2.452  Yes 

04  -0.063                      -0.219  No 

05  -0.116                      -0.405  No 

06  -0.366                      -1.320  No 


r2  =  .063 


n  =  250 


EXHIBIT  3 


A/D  WAIVERS,  1981-1986,  RECIPIENTS 
ADJUSTED  RATIO  MODEL 

Dependent  Variable  -  Ratio  of   Recipients  to   Previous  Year,  Adjusted   for  Serial 

Correlation,  for  Nursing  Home  Population. 

Independent         Coefficient                     T  Significant 

Variable              Estimate                    Value  (5)  10%  or  More 

CONSTANT                1.414                        4.050  Yes 

Non-Waiver  Year 

1982-  83                  -1.526                      -3.091  Yes 

1983-  84                  -1.558                       -3.157  Yes 

1984-  85                  -1.413                       -2.863  Yes 

1985-  86                  -1.393                       -2.908  Yes 

Waiver  Year 

02  -1.451                       -3.478  Yes 

03  0.118                        0.282  No 

04  0.150                    .   0.360  No 

05  -0.011                       -0.027  No 

06  -0.061                       -0.151  No 


r2  =  .063 


n  =  250 


expenditure  rates.  This  could  be  due  to  the  fact  that  the  A/D  waiver  caseloads  in 
most  States  are  still  quite  small;  about  7  percent  on  average.  Or  it  could  be  due  to 
the  fact  that  waiver  implementation  does  not  materially  affect  nursing  home  use  or 
expenditures  in  many  States.  Other  factors  such  as  nursing  home  admission  policies, 
reimbursement  rates  and  regulation  of  the  nursing  home  industry  bed  supply  may  be 
the  major  determinants  of  nursing  home  usage.  For  example,  in  States  having 
severe  bed  shortages,  the  effect  of  the  waiver  may  be  undetected  since  for  every 
one  person  contained  in  the  community  by  the  waiver  there  may  be  five  others 
waiting  for  available  nursing  home  beds.  The  accomplishments  of  the  waiver  would 
go  undetected  where  the  outcome  measure  was  related  to  nursing  home  use  or 
expenditures. 

2.      IMPACT    OF    THE    DD/CMI     WAIVERS    ON     ICF-MR     USE  AND 
EXPENDITURES 

This  Section  presents  the  results  of  analyses  of  waiver  program  impacts  on 
aggregate  ICF-MR  use  and  costs  at  the  State  and  national  level.  In  Federal 
FY1986,  there  were  approximately  26,647  unduplicated  recipients  of  38  waiver 
programs,  and  143,800  unduplicated  recipients  of  ICF-MR  services  in  all  States. 
Thus,  of  the  total  ICF-MR  population  in  States  having  waivers,  23.3  percent  were 
receiving  waiver  services.  A  one  in  four  penetration  rate  should  have  an  impact  on 
the  overall  rate  of  ICF-MR  use  in  waiver  versus  non-waiver  States,  if  waiver 
services  are  indeed  substituting  for  care  otherwise  previously  delivered  in  the  ICF- 
MR  setting.  We  would  expect  to  find  lower  or  decreased  use  of  ICF-MRs  in  waiver 
States. 

There  is  some  concern  that  States  may  be  using  the  waiver  program  to  provide 
home  and  community-based  service  to  individuals  who  are  not  truly  at  risk  of 
institutionalization.  States  have  incentives  to  use  the  waiver  for  persons  who  are 
not  at  risk  of  ICF-MR  placement,  since  the  States  expend  significent  general 
revenue  funds  to  provide  services  to  mentally  retarded  persons  outside  of  ICF-MRs. 
The  waivers  represent  an  opportunity  for  States  to  gain  FFP  for  the  cost  of 
services  which  otherwise  would  have  been  funded  entirely  by  the  States. 

Compared  to  ICF-MR  use  rates,  waiver  impacts  on  ICF-MR  expenditures  may 
be  far  less  direct.    In  Federal  FY1986,  total  expenditures  for  waiver  services  (by 
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date  of  payment,  not  date  of  service)  were  approximately  $225  million  in  waiver 
States,  compared  to  ICF-MR  national  expenditures  of  about  $4  billion.  Thus,  while 
waiver  recipients  comprised  about  one  quarter  of  the  total  "at  risk"  population, 
waiver  expenditures  account  for  less  than  a  few  percentage  points  of  total  ICF-MR 
Medicaid  expenditures.  This  is  because  the  average  annual  cost  of  waiver  services 
for  the  developmentally  disabled  was  only  about  one-forth  the  average  cost  of  ICF- 
MR  care,  as  reported  by  the  States.  Lower  costs  for  residential  settings  is  due  in 
part  to  lower  absolute  support  costs  relative  to  institutional  care  and  in  part  to  a 
sharing  in  the  cost  of  care  by  the  Federal  government  in  the  form  of  SSI  payments. 
Most  ICF-MR  residents  are  eligible  for  SSI  cash  assistance  (up  to  $360  per  month) 
but  receive  only  a  nominal  check  for  incidential  expenses  while  institutionalized 
(checks  are  usually  $100).  Recipients  become  eligible  for  their  full  cash  payment 
(up  to  $360  per  month)  when  they  leave  an  institution  to  live  in  the  community. 
States  may  also  supplement  the  Federal  payment  at  their  option.  Recipients  use 
their  checks  to  help  pay  for  room  and  board  at  the  residential  care  facility. 
Therefore,  savings  to  Medicaid  as  a  result  of  living  in  residential  care  as  opposed  to 
an  ICF-MR  could  be  more  than  offset  by  increased  Federal  expenses  for  SSI  cash 
payments,  housing  subsidies,  food  stamps,  vocational  education,  etc. 

(a)    ICF-MR  Recipient  Analysis 

Changes  in  the  number  of  recipients  were  measured  in  proportion  to  program 
size.  For  example,  if  a  typical  increase  is  10  percent,  then  an  increase  from  200  to 
220  recipients  in  one  state  is  equivalent  to  an  increase  from  400  to  440  in  another 
state,  even  though  the  increase  in  the  latter  state  is  twice  the  absolute  increase  in 
the  former  state.  Moreover,  by  using  percentage  change  each  state  will  have  equal 
weight  in  the  analysis.  This  is  appropriate  since  we  are  interested  in  the  effect 
that  the  waiver  has  in  a  typical  state,  not  just  the  states  with  the  largest 
programs. 

If  the  waiver  was  effective  in  substituting  home  and  community-based  services 
for  ICF-MR  services  then  the  ICF-MR  population  in  waiver  States  should  have 
grown  at  a  slower  rate  than  in  nonwaiver  States  after  the  waiver  went  into  effect. 
We  therefore  tested  the  null  hypothesis  that  the  waiver  did  not  affect  the  post- 
waiver  trend  in  ICF-MR  recipients.  If  we  reject  the  null  hypothesis  we  will 
conclude  that  the  waiver  did  affect  the  trend. 
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Exhibit  4  on  the  following  page  presents  the  results  of  the  DD/CMI  waiver 
impact  in  terms  of  the  growth  in  ICF-MR  recipients  in  waiver  versus  non-waiver 
States  for  the  time  period  1982-86.  The  percentage  change  in  ICF-MR  recipients 
from  year  to  year  is  the  dependent  variable,  regressed  on  time  and  the  dummy 
variable,  presence  or  absence  of  a  waiver  for  that  year.  The  non-waiver  year 
intervals  range  from  FY1982-83  to  FY1985-86.  The  growth  in  ICF-MR  recipients  for 
States  not  having  waivers  is  given  in  the  column,  coefficient  estimate.  The  actual 
percentage  change  from  interval  to  interval  is  the  corresponding  coefficient  minus 
the  constant  term,  -0.088.  The  data  show  that  the  annual  growth  in  recipients  in 
States  not  having  a  waiver  was  about  1  percent  per  year.  The  overall  pattern  of 
recipient  growth  in  non-waiver  States  was  about  the  same.  Thus,  there  was  no  real 
growth  in  ICF-MR  recipient  caseloads  over  the  period,  in  States  having  or  not 
having  waivers.  States  had  begun  to  put  drastic  controls  on  ICF-MR  entry  and 
court  decisions  had  the  effect  of  requiring  States  to  deinstitutionalize  existing  ICF- 
MR  residents  to  community  care  settings.  These  trends  kept  the  growth  in  ICF-MR 
recipients  at  a  near  standstill.  The  waivers  had  no  measurable  affect  on  these 
already  established  trends.  Further,  the  R  square  and  T  tests  proved  insignificant. 

(b)     Expenditures  Per  Recipient 

Although  recipient  counts  remained  relatively  constant  across  most  States,  the 
hypothesis  that  the  waivers  might  have  helped  lower  the  expenditures  per  recipient 
was  tested.  Exhibit  5  presents  a  similar  regression  model  using  expenditures  per 
recipient  as  the  dependent  variable.  For  the  period  1982-83,  ICF-MR  expenditures 
per  recipient  in  States  not  having  a  waiver  increased  by  less  than  4  percent,  after 
which  the  annual  increments  were  closer  to  1  percent  or  less.  In  other  words, 
expenditures  per  recipient  in  States  not  having  a  waiver  were  relatively  constant. 
On  the  other  hand,  for  some  reason  expenditures  per  recipient  in  waiver  States 
between  year  1  and  year  2  dropped  dramatically  by  almost  34  percent.  We  cannot 
explain  this  large  drop.  It  is  unlikely  that  it  had  anything  to  do  with  the  waiver. 
Annual  changes  in  waiver  years  3,4,5  and  6  continued  the  downward  direction,  but 
only  slightly.  These  results  were,  however,  not  statistically  significant  nor  did  the 
R  square  explain  more  than   1   percent  of  the  variance.     In  other  words,  the 
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EXHIBIT  4 


DD/CMI  WAIVERS,  1981-1986,  RECIPIENTS 
ADJUSTED  RATIO  MODEL 

Dependent  Variable  ■  Ratio  of  Recipients  to  Previous  Year,  Adjusted   for  Serial 

Correlation,  for  Nursing  Home  Population. 

Independent         Coefficient                    T  Significant 

Variable              Estimate                    Value  (S>  10%  or  More 

CONSTANT               -0.088                      -0.481  No 

Non-Waiver  Year 

1982-  83                   0.052                       0.202  No 

1983-  84                  0.050                      0.194  No 

1984-  85                  -0.053                      -0.206  No 

1985-  86                   0.135                       0.537  No 

Waiver  Year 

02  -0.148                      -0.677  No 

03  -0.079                      -0.362  No 

04  0.148                       0.677  No 

05  0.143                       0.651  No 

06  -0.063                      -0.298  No 


r2  =  .022 


n  =  250 


EXHIBIT  5 


DD/CMI  WAIVERS,  1981-1986,  $  /  RECIPIENT 
ADJUSTED  RATIO  MODEL 


Dependent  Variable  ■  Ratio  of  Dollars  per  Recipient  to  Previous  Year,  Adjusted  for 

Serial  Correlation,  for  Nursing  Home  Population. 

Independent         Coefficient  T  Significant 

Variable  Estimate  Value         (8*  10%  or  More 


CONSTANT  0.064  0.002  No 

Non-Waiver  Year 

1982-  83  4.013  0.091  No 

1983-  84  0.100  0.002  No 

1984-  85  0.766  0.017  No 

1985-  86  1.736  0.040  No 


Waiver  Year 


02  -33.942 

03  -1.540 

04  0.270 

05  -0.732 

06  -1.871 


r2  =  .010 


-0.906  No 

-0.041  No 

0.007  No 

-0.020  No 

-0.052  No 


n  =  250 


hypothesis  that  ICF-MR  expenditures  per  recipient  slowed  down  in  waiver  versus 
non-waiver  States  could  not  be  rejected  with  any  confidence. 

(c)  ICF-MR  Expenditure  Analysis 

Exhibit  6  presents  the  findings  from  a  similar  analysis  using  total  ICF-MR 
expenditures  as  the  dependent  variable.  The  annual  growth  in  expenditures  in 
States  not  implementing  waivers  fell  about  1  percent  per  year.  Between  the  first 
and  second  years  of  waiver  implementation  total  expenditures  fell  dramatically  by 
approximately  43  percent.  Due  to  the  small  number  of  States  in  this  group  this 
change  was  not  statistically  significant.  From  the  second  to  the  third  waiver  year, 
the  expenditure  rate  increased  by  about  3.5  percent.  Expenditures  continued  to 
decrease  in  waiver  implementation  States  although  the  changes  were  not  statistically 
significant.  Further,  the  R  square  was  less  than  3  percent. 

(d)  Summary 

In  summary,  there  is  no  measurable  difference  in  growth  trends  among 
recipients,  expenditures  per  recipient  or  total  expenditures  for  A/D  or  DD/CMI 
waivers  in  States  pre  or  post  waiver  implementation  or  as  compared  to  States  not 
having  a  waiver.  For  the  A/D  waivers,  we  suspect  that  this  lack  of  statistical 
association  could  easily  be  due  to  the  relatively  small  size  of  the  A/D  waiver 
recipients  relative  to  the  total  nursing  home  population  in  most  States.  For  the 
DD/CMI  waivers  where  the  penetration  rate  is  closer  to  one-quarter  for  States 
having  waivers,  the  lack  of  any  association  could  be  due  to  many  things,  including 
the  fact  that  most  States  had  already  established  a  trend  toward  reduction  in  their 
ICF-MR  populations  due  to  court  orders  and  consent  decrees.  The  implementation 
of  waivers  had  little  effect  on  that  trend. 
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EXHIBIT  6 


DD/CMI  WAIVERS,  1981-1986,  TOTAL  DOLLARS 
ADJUSTED  RATIO  MODEL 

Dependent  Variable  =  Ratio  of  Total  Dollars  to  Previous  Year,  Adjusted  for  Serial 

Correlation,  for  Nursing  Home  Population. 

Independent         Coefficient                     T  Significant 

Variable             Estimate                 .  Value  (5)  10%  or  More 

CONSTANT                0.473                        0.019  No 

Non-Waiver  Year 

1982-  83                 -0.303                      -0.009  No 

1983-  84                  -0.547                       -0.016  No 

1984-  85                 -0.525                      -0.015  No 

1985-  86                  -0.338                       -0.010  No 

Waiver  Year 

02  -43.466                       -1.473  No 

03  3.994                        0.135  No 

04  -0.266                       -0.009  No 

05  -0.027                       -0.001  No 

06  -0.090                       -0.003  No 


r2  =  .026 


n  =  250 
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